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SOHMARY

Comments in this proceeding address safeguards currently in

place and proposed by the Commission to improve NECA's pool

administration process. The record shows that NECA has already

complied with or gone beyond many of the Commission's suggestions.

Commenters generally agree with NECA's proposals set forth in its

April 14 Comments and that additional measures should not be

required.
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input from its member companies and their representatives prior to

resolving complex FCC rule interpretation issues, and that NECA

should refer such issues to the FCC when clarification is needed.

On-line access to NECA's computer data bases is unnecessary and

should not be required. The record shows that such access would

sUbject NECA pool members to a level of scrutiny exceeding that

applied to large ECs or any other entities regulated by the

Commission.

Commenters also generally agree that NECA's incentive

compensation plan comports with standard industry incentive plans

and, given changes NECA has made to the Plan, that there is no need

to submit it for Commission review. Finally, the Commission should

not require NECA to provide reports of its cost study review

activities. If the Commission does require such reports, data on

individual companies should not be provided.

NECA has voluntarily incorporated into its processes

suggestions for improvement from the independent auditor and from

the Commission. Comments filed in this proceeding demonstrate

almost unanimous support for proposals advocated by NECA.

Additional measures, supported by only a few parties, are not

necessary and could unfairly burden NECA pool ECs and create

incentives for companies to leave the pool. NECA's proposals, as

described in its comments, should be adopted.

ii
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The National Exchange Carrier Association, Inc. (NECA) is

sUbmitting its Reply in response to comments filed on April 14

regarding the Commission's NPRM in the above-captioned proceeding. l

Almost all commenters agree with the positions NECA expressed in

its Comments. The record in this proceeding shows that NECA's

proposals including the permanent addition of two outside directors

and the retention of the current Board size and composition, should

be adopted. 2 The Commission should not adopt proposals to require

on-line access to NECA databases or review NECA's incentive

compensation plan.

Safeguards to Improve the Administration of the Interstate
Access Tariff and Revenue Distribution Processes, Notice of
Proposed Rulemakinq, CC Docket No. 93-6, FCC 93-25, 8 FCC Rcd 1503
(1993) (NPRM). In addition to NECA, fifteen commenters filed in
this proceeding. See Appendix A for the list of commenters and the
corresponding abbreviations used throughout this Reply.

2 See NECA Comments regarding Safeguards to Improve the
Administration of the Interstate Access Tariff and Revenue
Distribution Processes, CC Docket No. 93-6/RM 7736, filed April 14,
1993 (NECA Comments) .



I. nCA'S BOARD

A. Inclusion of outside Directors on a Permanent Basis.

All the parties that commented on the Commission's NECA Board

proposals agree that the addition of outside directors on NECA's

Board should be made permanent through a rule change. 3 Alltel

states that "outside directors, through their Board and Board

committee participation, provide a valuable, non-local exchange

carrier perspective and help assure that NECA discharges its

obligations consistent with Commission rules.,,4 Ameritech states

that" [w]hile the NECA Board has always functioned with the highest

degree ofv Tm
(v 490 0 12.8 178 243.459 n235217 Tm
(and)48 89.6208 0 0 1260c 135459 n235217 Tm
(has)8 234.1372 0 0 12.8 719.7653 475.68 strpecdttee)Tj
83.9488 0 0 1492j
11.3734 475.68 toocalitsobligationsthe
Commissionand thespayarrier theadditionof
o

u

t

s

i

d

e

directorshasexccdttee

ofcbil Tm
(v Tm
113.9488 0 0 115..84..1428 163.68 by
(of)Tj598.6297 0 0 12.Tj
60.2528 163.68 increasing(and)Tj
15.8464 0 0 12.8950.670Tj
43.68 Tm
(the)Tj10.5773 0 0 12)Tj4448670Tj
43.68 Tm
(B'
(has)Tj65.8464 0 0 1278 5619670Tj
43.68 opeition)Tj530.9879 0 0 12uommissionofru"s(the)Tj
-0.035 1 606.3994 0 0 12.1 557.670Tj
43.68 OPASTCONECAstatesthattheaddition

of

the
outside

directors
hasNECAstatesv63.8 899.68 Tm
(that)Tjv 490 0 12.8 1.8 73.863.8 899.68 "Tm
(the)Tj91723731 0 0 12.8 404.93.8 899.68 Tm
(addialtion)Tj574.3025 0 0 13dipectionofofitstheofdily
(of)Tj
97.0063 0 0 12.Tj
91v6378 899.68 involvtionedwith

theitss
(of)..304.0063 0 0 1263j530513.8 443.68 bm
(Board)8 284.1372 0 0 12068974v63.8 443.68 structure.,,7
(v Tm
(24.0589 0 0 122Tj098412.Tj 3.68 Only
(of)Tj
-0.035 2 564.9298 0 0 116Tj148.32.Tj 3.68 GCINECA)Tj
0.05 Tj
19.5773 0 0 12958 
1432.Tj 3.68 believetions)Tj92760063 0 0 1263j710412.Tj 3.68 Tm
(that)Tj664.1372 0 0 12.8 11.112.Tj 3.68 Tms
(of)2 880.0589 0 0 1333.33.412.Tj 3.68 numbarrierofoutsidedirectorshasBoardhastheanditsofNECA986.22Tj
43.68 
(that)4j416.0063 0 0 1545j
171.22Tj
43.68 5,
(of)Tj
-0.035 2j328.6901 0 0 198 869.9218 899.68 ICORENECAofofNECAofofofNECAitsNECA



any substantiation for why three rather than two outside directors

would better serve the Commission's objectives. While NARUC has

stated in the past that at least two outside directors should be

added to the NECA Board, it now fully supports the "permanent

appointment of two independent directors to the NECA Board. ,,9 USTA

states in its comments that "identifying the need for and number of

outside directors should be presumed to be a fundamental management

decision of NECA, as it is for other corporations. ,,10

As evident from its filing of the petitions for rulemaking and

waiver in 1991 and ensuing requests for extension, NECA continues

to support the addition of two outside directors on its Board on a

permanent basis. 11 There is no basis in the record to support the

addition of more than two outside directors at this time.

9 NARUC at 5. See also NARUC Convention Resolution No. 8 on
NECA Administration and Expansion of Board of Directors (NARUC
Bulletin No. 48-1992, November 30, 1992) which resolved that the
addition of two outside directors should be made permanent.

10 USTA at 2.

11 See NECA Comments at 9-11; National Exchange Carrier
Association, Inc.'s Petition for Waiver of Section 69.602 of the
Commission's Rules regarding Board of Directors, filed May 24,
1991; and National Exchange Carrier Association, Inc.'s Request for
Rule change Concerning the Composition of its Board of Directors,
filed May 24, 1991. See also Expansion of the NECA Board to
Include two Directors from outside the Telephone Industry, 6 FCC
Rcd 5403 (1991) and Expansion of NECA Board to Include Two
Directors from outside the Telephone Industry, 7 FCC Rcd 4401
(1992) .
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B. Board composition and Size

Commenters in this proceeding overwhelmingly favor retaining

the current NECA Board size and composition and emphasize the need

for small companies to be represented adequately. 12 OPASTCO

states that it is imperative that NECA represent its members and

that the current number of Subset III directors is warranted

because, inter alia, almost all participate directly in the NECA

pools and tariffs. 13

NTCA underscores the vast differences among the small

companies represented in Subset III by pointing out that the

largest companies may have 100 times the access lines of the

smallest in that Subset and by showing that geographical density

and ownership arrangements vary widely among the Subset III

companies. 14 Bell Atlantic also recognizes the great deal of

diversity in the operations of NECA's member exchange carriers

(ECs) and states that a reduction in the number of directors

representing the smaller Subset III companies would run the "risk

of creating a NECA Board that did not adequately reflect the

varying circumstances of NECA's members. ,,15

12 Alltel at 2, Bell Atlantic at 2, CHA at 5-6, ICORE at 5,
JSI at 2-3, NTCA at 8, SWBT at 2-3, USTA at 3, and VTA at 1. See
also NECA Comments at 6-8 for history of NECA Board composition and
at 11-13 for NECA's rationale for retention of the current Board
size and composition.

13 OPASTCO at 3-4.

14 NTCA at 8. OPASTCO at 4 also gives several examples of the
disparate characteristics of the Subset III companies.

15 Bell Atlantic at 2.
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Ameritech is the only commenter that suggests a change to the

current NECA Board size and composition. It recommends that the

Board be reduced from seventeen to eleven members by decreasing the

Subset I and II directors from three each to two each and by

reducing the number of Subset III directors from nine to five. 16

Ameritech bases its recommendation, inter alia, on potential cost

savings and its perception of a decrease in major issues that the

NECA Board needs to resolve. Ameritech notes the extensive tariff

and pooling experience NECA has gained through the years. 17 While

NECA values its collective experience administering the

Commission's access charge plan and welcomes reasonable cost

savings ideas, 18 NECA disagrees with Ameritech's premise that

major issues to be resolved by the NECA Board have decreased. 19

The telecommunications industry is undergoing constant change and

many complex issues, ranging from SS7 implementation to common and

dedicated transport rule changes, require extensive review and

input from the NECA Board. It is also important that all member

companies, especially the Subset III companies that directly

participate in NECA' spools, are adequately represented in the

consideration of the various issues that arise.

16

17

Ameritech at 2-3.

Id. at 3.

18 The NECA Board has always maintained a level of activity
commensurate with the needs of the association. The number of
regular meetings each year, for example, has been reduced by forty
percent over NECA's ten-year existence.

19 Ameritech at 3.
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NECA requests that the Commission retain the current Board

configuration in light of the support provided by the great

majority of commenting parties.

C. Eligibility criteria for outside Directors.

No commenters oppose NECA's eligibility criteria for outside

directors. Alltel, GCl, lCORE, NTCA, SWBT and USTA fully support

NECA's proposed criteria. 20 USTA states that NECA should be

permitted to establish the criteria it deems necessary to attract

a sufficient number of qualified candidates. 21 In addition, SWBT

provides its support for the minor eligibility criteria

modification proposed in NECA' Comments. 22

NECA therefore recommends that the Commission accept the

following criteria:

Current or former officers or employees of
NECA or any of its members are ineligible for
outside directorships.

outside directors may not have business
relationships, family relationships, or other
interests that could interfere with their
jUdgment.

D. Selection of outside Directors and Term of Office.

In its Comments, NECA has proposed that it retain its annual

20 Alltel at 2-3, GCl at 2, lCORE at 5-6, NTCA at 8, SWBT at
3 and USTA at 4.

21

22

USTA at 4.

SWBT at 3 and NECA's Comments at 14.

6



elections and use the selection and nomination process for outside

directors that worked very effectively in 1991. 23 NECA also states

that elections for outside directors will include mUltiple

candidates periodically and in any year in which an incumbent

outside director chooses not to run for re-election.~ NTCA has

recognized that NECA's nomination and election process for outside

directors has worked well and that there is no reason for the

commission to prescribe changes.~ NTCA also asserts that NECA

should be allowed to retain flexibility because the pool of

potential non-EC directors may be limited. 26

Ameritech, NTCA and GCI suggest that two-year staggered terms

should be allowed for continuity.v In addition, Ameritech

supports the staggered two-year term proposal for all NECA Board

members. 28 Although NTCA states there may be benefits from two-

year staggered terms, it also states that these types of decisions

should be left up to NECA. NTCA maintains that there are no

overriding regulatory concerns warranting commission involvement in

corporate functions to this level of detail.

NECA agrees with NTCA that it should be able to determine the

23 NECA Comments at 15-17.

~ Id. at 16.

~ NTCA at 9.

26 Id.

v Ameritech at 3, GCI at 2 and NTCA at 9.
that EC directors should retain one year terms.

28 Ameritech at 3.

7
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length of terms for both the outside directors and the Subset

directors. As NECA stated in its Comments, the current selection,

nomination and election process for directors have produced

turnover that ensures both the necessary continuity and a

sufficient change to allow qualified NECA members an opportunity to

serve on the NECA Board.~

Ameritech and GCl also suggest that the number of mUltiple

candidates should be set at three and two respectively for each

outside director position in an election. As several of the

commenters have stated, these types of decisions should be left to

the administration of NECA. NECA requests that the Commission keep

the one-year term rule and allow NECA to assemble a reasonable

slate of candidates for contested elections. 30

E. Term Limitations.

Ameritech has suggested that directors should be limited

to one two-year term except that, if a director has been elected a

Chairman or Vice Chairman, he or she shall be allowed an additional

two year term. 31 Ameritech believes that this measure would

broaden membership participation on the Board. 32 Bell Atlantic

states that the Commission should not adopt term limitations

because the NECA Board has had substantial and naturally-occurring

29

30

31

32

NECA Comments at 16.

See 47 C.F.R. § 69.602(f).

Ameritech at 4.

Id.

8



turnover which indicates that the current process is working. 33

NTCA and lCORE are also on record that term limitations are

unnecessary and that NECA should be able to establish corporate and

Board policies to accomplish the Commission's objectives without

stringent rule criteria that restricts desirable flexibility.~

Although it briefly mentions arguments concerning term

limitations, the Commission's NPRM did not request term limitation

proposals. 35 The Commission does, moreover, note the NECA Board

turnover rate. 36 since the NECA Board's turnover rate promotes

continuity and resident expertise, 37 the Commission should not

mandate term limitations for NECA Board members.

F. voting Privileges on Committees.

Those commenters that discuss the Commission's voting

privileges proposals unanimously favor outside directors serving on

all Board committees and non-pooling directors serving on the

Common Line and Traffic sensitive committees. 38 GCl has suggested

that two outside directors serve on each of the Common Line and

33

~

35

36

37

38

Bell Atlantic at 2.

NTCA at 9 and lCORE at 6-7.

NPRM at , 18.

ML.

See NECA Comments at 16.

Ameritech at 4, ICORE at 7, NTCA at 9 and SWBT at 5.

9



Traffic Sens i tive Committees. 39

If the Commission adopts a rule to add outside directors to

the NECA Board, NECA will change its By-laws to require that at

least one outside director be a voting member of each Board

Committee. NECA does not oppose having two outside directors on

both the Common Line and Traffic sensitive Committees, if the

commission so decides.

G. Formalization of Subcommittees.

As NECA stated in its Comments, it has already formalized its

procedures to appoint subcommittees and require minutes and regular

reports by amending its By-laws in March.~ Ameritech cites its

support for the recent amendments in its comments. 41 SWBT, ICORE,

and GCI also state their support for subcommittee formal minutes

and reporting requirements. 42 No further action by the Commission

39 GCI at 3. GCI's suggestion that the Commission make an
outside director position mandatory for every subcommittee has not
been proposed by the Commission and goes beyond the scope of this
proceeding. Such a requirement is unnecessary, since subcommittees
keep minutes and report all of their actions to the authorizing
committee. In addition, while an outside director will sit on the
Board's Election Committee, it would not be appropriate for outside
directors to be members of the subcommittees of the Election
Committee, which conduct a nominating process for each Subset's
director positions.

~

41

NECA Comments at 19.

Ameritech at 4.

42 SWBT at 5, ICORE at 7 and GCI at 3. GCI also goes beyond
the scope of this proceeding when it suggests that Board meetings
be open to the pUblic and minutes be filed with the Commission and
made available to interested parties. GCI suggests that board
meetings be open to create an open forum for ECs and interexchange
carriers. Although many NECA members attend NECA Board meetings,

10





The record shows substantial support for NECA's current

practice of discussing identified cost issues with member companies

prior to reaching a resolution. NECA's revised administrative

procedures governing Cost Issues Resolution emphasize the

importance of compliance with Commission rules. By obtaining

extensive input from member companies, consultants, and industry

associations, NECA assures that it has the benefit of industry

expertise. The process also gives potentially-affected member

companies the opportunity to express their views. 46

Some commenters suggest that, in directing NECA to exercise

independent jUdgment and to adjust nonconforming data, the

commission has improperly "delegated" its regulatory authority to

NECA. 47 As administrator of the access charge pools and the

Commission's Lifeline Assistance and universal Service Fund

programs, NECA is directly responsible for assuring that pool data

complies with commission rules. 48 Where non-compliance is found,

NECA requests carriers to make voluntary corrections. If

interpretations and need for flexibility in developing
interpretations); SWBT at 6-7 (failure to consult with members
would deprive NECA of significant expertise necessary to ensure
proper application of the rules).

% NECA agrees with NTCA that issues should be discussed on an
informal basis with the Commission staff, and that formal
procedures for this "early warning system" should not be created.
See NTCA at 15. NECA also agrees with NTCA and SWBT that the
process of rule interpretation can be complex, and that the
Commission should not require NECA to bring issues to the
commission's attention without first obtaining input from member
companies. See id. at 17, SWBT at 7.

47

48

See, ~, Alltel at 5, Bell Atlantic at 3, SWBT at 6.

See Bell Atlantic at 3 n.11.

12



corrections are not made voluntarily, NECA must make overriding

adjustments to assure pool integrity. Where the rules are unclear

or appear to be in conflict, NECA does not seek to make its own

regulatory jUdgments but instead looks to the Commission for

clarification. 49

The record in this proceeding shows that NECA's Cost study

Validation Process, including its methods for resolving cost

issues, strikes a reasonable balance between the need to involve

affected members of the industry in analyzing FCC rule

interpretation issues, and the need for NECA to exercise

independent jUdgment in administering the access charge pools.

B. On-Line Access to Computer Data Bases.

A number of Commenters express strong opposition to the

Commission's proposal to require NECA to provide the Commission

with on-line access to its computer data bases. 5o As Alltel, Bell

Atlantic, NTCA, SWBT and USTA and other commenters emphasize,

49 In some cases NECA member companies may seek a rUling from
the Commission on questions of rule interpretation. NECA monitors
all such proceedings, and participates where it has relevant
information to contribute. with respect to such petitions, CRA
states a concern that the timing of such orders may prevent ECs
from making retroactive adjustments to pooling data for periods
prior to the closing of the 24-month "window" limitation contained
in NECA's contract with its members. CRA at 2-5. NECA's Agreement
for the Distribution of Interstate Access Revenues is explicitly
sUbject to Commission orders. Where a Commission order specifies
that retroactive adjustments are to be made over a given period,
the order supersedes NECA's 24-month time limitation on settlement
adjustments.

so NPRM at , 32.

13



access to NECA's internal computer files would represent an

extraordinary step for the commission, and would sUbject NECA pool

members to a level of scrutiny that far exceeds that applied to the

Bell Companies or any other entities regulated by the Commission. 51

These comments reinforce NECA's position that on-line access

to NECA's computer data bases is unwarranted. As NECA pointed out

in its Comments, on-line access to the data in NECA's computer

files would not be useful to the Commission in reviewing NECA's

filings, since most of the data is preliminary or estimated. 52

since non-pooling ECs are not required to provide similar access to

their computer data bases, a requirement that NECA provide such

extraordinary access would create incentives for ECs to leave the

pools.

Bell Atlantic correctly points out that the commission retains

the ability to obtain relevant information from NECA and other

carriers without intrusive electronic monitoring of internal data

bases. 53 Where the Commission has determined a need for particular

information in electronically accessible form, it has required

affected carriers to file the information on diskette. In fact,

NECA already provides USF, network usage, and tariff cost and

demand data in this format, and has responded quickly to specific

Commission data requests for additional electronic or written

51 See Alltel at 6, Bell Atlantic at 3, NTCA at 19, SWBT at 8,
USTA at 4 and VTA at 1.

52 See Alltel at 6, and Bell Atlantic at 3 n .13.

53 Bell Atlantic at 3.

14



information. Under these circumstances it is not clear that on-

line access to data would materially assist the Commission in

reviewing NECA filings.~

In marked contrast to the views of most commenters, AT&T

argues that the Commission's proposal "does not go far enough."

According to AT&T, the Commission should require NECA to provide

on-line access to IXC access customers, to assist them in reviewing

NECA's tariff filings. 55 Specifically, AT&T asserts that the

information provided in NECA's USF filings (which includes company-

specific USF data reports) is not sufficient because of its

"snapshot" character, and requests that the Commission require NECA

to provide access to NECA data files containing information

reported on NECA's original USF data collection forms. 56 AT&T also

proposes that the Commission require NECA to provide ARMIS-type

data for each of the cost companies participating in the NECA

~ As USTA points out, access to preliminary data would not
assist the Commission in ensuring that ECs are in compliance with
Commission rules and may result in misunderstandings and errors,
requiring both NECA and the Commission to commit time and resources
to resolve inconsistencies. USTA at 5. See also Alltel at 6, Bell
Atlantic at 3 n.13, NTCA at 19-20, SWBT at 8.

55 AT&T at 2-4. GCl goes further, claiming that the data
contained in NECA's computer files should be made freely available
to the pUblic. GCI at 4-5.

56 AT&T misleadingly states that these data are necessary to
allow commenters to develop mUlti-year trend analyses of individual
EC USF data. AT&T at 3. In fact, NECA already provides sufficient
individual EC data in its USF filings to perform such analyses.
The problem with the "trend" analysis in AT&T's recent petition to
reject or suspend NECA Transmittal No. 518 was that it relied on
only two data points (out of the five years of data provided in
NECA filings) to establish a trend. See NECA Reply Comments on
Transmittal No. 518 (Dec. 14, 1992) at 9.

15



pools. 57

AT&T's proposals for submission of additional USF and tariff

data go far beyond the scope of the Commission's proposals in this

proceeding, are unrelated to the "safeguards" proposals suggested

by the independent aUditors, and in any event would not be helpful

in evaluating NECA tariff filings. For example, cost study

companies comprise only about half of the study areas participating

in the NECA pools. The remainder (average schedule companies) do

not maintain the type of data that AT&T seeks. Moreover, many of

the cost study companies do not have the resources or skills

required to develop comprehensive cost and demand forecasts. Since

1988, in fact, NECA has been required to develop this information

on an aggregate level. 58 Thus, the individual company data sought

by AT&T represents only a part of the calculations underlying

NECA's filed rates. By ignoring overall analyses performed by NECA

in its rate computations, in favor of a "pick and choose" approach

to individual data points, parties can significantly distort the

record in a proceeding.

If AT&T believes that data filed in support of NECA tariffs do

not support a filed rate, it has ample opportunity to seek

suspension and investigation of filed rates. 59 The Commission has

already determined that Tier 2 companies should not be required to

57 AT&T at 4-5. See also Ameritech at 5.

58 See Annual 1988 Access Tariff Filings, Memorandum Opinion
and Order, 3 FCC Rcd 1281, 1305 (1987).

59 See 47 C.F.R. § 1.773.
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provide ARMIS-type data. w As NECA and other commenters pointed

out, it would be unfair to require NECA pool members to provide

these data without imposing similar requirements on non-pooling

companies. In any event, the Commission should not re-write its

rules regarding cost support data for tariff filings in this

proceeding.

STRENGTHENXNG NECA'S XNTERNAL PROCEDURES

A. certification of Cost study Data

The NPRM proposes that NECA obtain certifications of data

submitted by ECs as a way of providing additional assurance that
(by)Tj
0.03r474e


(by)T4.21.T 618oposes



data submitted to NECA complies with Commission rules. M In

contrast, JSI asserts that additional certifications are

unnecessary because NECA already requires certification of overall

company financial data. 65 Similarly, VTA objects to additional

certifications as unnecessary, and expresses particular concern

with a requirement to certify estimated data.~

By offering to obtain certifications of final cost studies,

NECA seeks to balance administrative burdens on ECs with the need

to assure that cost study data comply with Commission rules. NECA

believes that obtaining written certifications of final cost study

data will highlight and affirm the importance of rule compliance,

without imposing significant administrative burdens on ECs. certif-

ications will be signed by an officer of the exchange carrier (or,

in the case of telephone cooperatives, the General Manager).

B. Incentive Compensation

Five commenters addressed the Commission's proposals on NECA's

incentive compensation plan (Plan).~ Bell Atlantic and SWBT agree

with NECA's Comments that NECA's Plan comports with standard

M SWBT at 8. ICORE also appears to support certification in
some form, but raises concerns that extensive certification
requirements may impose unwarranted burdens on ECs. ICORE at 11.

65 JSI at 5-6.

VTA at 1-2.

~ None of the commenters in this proceeding supported the
Commission's tentative proposal to preclude payments based on the
rate of return earned by the CL and TS pools under NECA's Plan
pending a review of that Plan.
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industry incentive plans and objectives and that there is no need

to submit it for Commission review. 68 VTA states that NECA's Plan

should not be submitted to the Commission because responsibility

for complex issues involving compensation should and does reside

with NECA' s Compensation Committee and Board. 69

GCI states that NECA's Plan should be submitted but does not

provide any substantiation. 70 ICORE also calls for submission of

NECA's Plan to the Commission. lCORE focuses on officer

compensation, however, which is a matter that is properly handled

by the Board and is not a sUbj ect of the Commiss ion's NPRM

proposals. 71

ICORE states that incentive compensation payout that is based

on the achieved rate of return may create undesired results. 72

ICORE's comments do not reflect recent enhancements to NECA's plan

which include a shift in weighting for earnings in favor of

measures that emphasize rule compliance in pool reporting and

68

69

70

See Bell Atlantic at 4 and SWBT at 9.

VTA at 2.

GCl at 5.

71 ICORE at 12. ICORE also goes beyond the scope of the
proceeding by discussing activities of NECA's SUbsidiary,
Independent NECA Services, Inc. As a result of the Commission's
Order on NECA's Request for Authority to Provide Intrastate
Services to Exchange Carrier Members, 2 FCC Rcd 6853 (1987), NECA
has on file a Cost Manual that has been approved by the Commission.
This Cost Manual apportions total company costs between NECA and
INS.

72
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service. 73 Bell Atlantic acknowledges changes to the Plan in the

direction recommended by the independent auditor. Under NECA' s

incentive compensation plan, as described by Bell Atlantic, no

rewards are available for exceeding the authorized rate of return

and the focus is on development of accurate forecasts in tariff

filings. 74 SWBT also recognizes that NECA has already made

revisions to its compensation plan to reduce the compensation

affected by earnings performance. 75

As NECA explained in its Comments, the current incentive

compensation plan addresses the concerns raised in the Safeguards

Report.~ NECA's goals of compliance with the Commission's rules

and service to its members are featured prominently throughout

NECA's Plan, including the earnings component. The Safeguards

Report did not recommend the elimination of the earnings

component. TI In line with the Safeguards Report recommendations,

the weight of the earnings component has been substantially reduced

and it has a clear emphasis on rules compliance. 78 NECA has taken

a number of steps since the independent auditor's review of its

73

74

75

NECA Comments at 31.

Bell Atlantic at 4.

SWBT at 9.

76 NECA Comments at 28-32. See also Review and Recommended
Pool Safeguards, AAD 91-24 (filed December 9, 1991) (Safeguards
Report) .

TI See NECA Comments at 30 for review of Safeguards Report
discussion.

78 Id. at 32.
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